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PART I. FIT.IANCIAI INFORMATION

UNION EERBTDE CORPOR,ATION AT.ID SUBSIDIARIES
CONSOI,IDATED STATEMENI OF INCOME

Millions of dollare
(Except per share fignres)

DIET SAI,ES

Deductions
Cost of aalea, exclusive of depreciation and

amortization shown separately below.
Research and development
Sel1ing, adminietrative and other e:q)enseso.
Depreciat,ion and amortization.
Interest on long-term and short-term debt.
Other e:q)enee(o).

INCOME (IOSS) BEFORE
COIf TNUTNG OPERATIONS

ProviEion (credit) for income taxea

INCOME (IOSS) OF CONSOI,IDATED COMPA}TIES - COIITINUING
OPEF,ATIONS. . . .

Lees: Minority Etockholdere, share of losE
UCC ehare of net, loEe from corporaEe

invegtments carried at equity...
rNcoME (ross) FRoM coNtrNurNc opERATroNs. . . .
Income from discontinued operat,iona, net of

income ta>(ea and minority intereet..
NET INCOME (LOSS)
Preferred Btock diwidend, net of taxes
NET TNCOME (LOSS) - COMMON STOCKITOTJDERS. .

Earninga per conmon share (Note Z)
erimary
- Incorne (lose) fron continuing operations....
- Income from discontinued operat,ionB....
- Net income (loEs)
Fully diluEed
- Income (loEE) fr@r continuing operat,iona....
- Income from diecont,inued operationa....
- Nec incoqre (loes)

CaEh dividende per conmon share

s 1.241

30
3

37
6

31

(6)
25

-

25
2

s23

s 1. 191

934
38

100
7t
61

109

(L22)
(23)

(ee )
(2)

( 10)
(107)

23
(84)

5
9_G.9.)

(0.88)
0.18

(0.70)

(0.88)
0 .18

(0.70)
0.25

972
37
92
70

PROVISTON FOR INCOME TA]GS

$
$
$

$
$
$
$

0 .17

o.t7

0 .17

o -L7
0.19

s
s
$

I
s
s
$

(a)

(b)

ReEtated. See Not,e 2.

Se1ling, adgtinist,rative and other erq)enaea include:
Selling. $ re
Administrat,ive 33
Other e:q)enBea 2L

s92
(c) rncludeE for 1991 a 5139 million charge relating rnainly to theprofit improvement progran (eee Note 4).

s 36
40
24

s_ulg
Corporat,ion's

The Notes t,o Consolidated Financial StatementE on Pages 7 through 12 Ehould be
read in conjunction with this st,atement.
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Millions of dollarE

Deductions (additions)
Cost of saleE, exclueive of depreciation and

anortization shown eeparately below.
ReEearch and development
Selling, adsrinistrative and oEher erqreneeeo
Depreciation and anortization. .
InLere8t on long-tersr and Ehort-tern debt.
Other erq)enee (inconre)

INCOME (I.OSS) BEFORE PROVISION FOR INCOME TA]GS -

NET SALES. s 3.68s

2,826
113
279
2t9
L23
(37)

163
46

,t!
(9)

108

0 .75
0 .51
t.26

0.75
0.42
L.L7
0.69

s 3.726

2,813
LL7
315
2L6
L74

94

(3)
L2

(1s)
(4)

( 18)
(2e)

78
49
L4

E_____35

(0.34)
0.51
0.27

(0.34)
0 .61
o.27
o.75

COISINUING OPERATIONS .

ProviEion for incone t,axea

INCOME (IOSS) OF CONSOI,IDATED COMPAIIIBS -
COT TNUING OPERATIONS. . . .

Leee: Minority sEocklrolderE' ehare of loEa
UCC Ehare of net loes frdl corporate

invegtmente carried at equity...
INCOME (I,oSS) FRO!! COTUINUTNG OPERATIONS
Incdre fror diecontinued operat,iona, net of

incotrle t€rKeE and minority intereEt. .
NET INCO}IE
Preferred stock dividend, net, of tanceE
IIBT INCO!,IB - CO!'!@N STOCKHOI,DBRS. .

Earninge per comnon ghare (Note 7)
Prinary
- Income (loge) frdl continuing operationE......
- Incdre fror diecontinued operationE. .. .

- Net incole
FuIIy diluted
- Incqre (loEe) fran continuing o1rerations......
.- Incdre fror diecontinued operatione. . . .
- Net incosre

Caeh dividends per common share

67
L75

9
s___l_€_€

s
$
$

s
$
$
s

s
$
s

$
s
$
$

(a) ReEtated. See Note 2.

(b) Selling, a&tinietrative and other e:q)enaes include:
SelJ.ing. $ rrr
edninistrative 105
Other erq)enEeE 62:e

(c) IncludeE for 1991 a $139 nillion charge relating nainly to the
profit, iuprovement progran (see Note 4).

The Noteg to Congolidated Financial StatementB on Pagee ? through
read in conjrrnction with this Etatenent.

$ xls
L2L

79s 31s

-

Corporation'6

12 ehould be
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T'NION CARBIDE CORPORATION A}ID SI'BSIDIARTES
CoNSoLIDATED BALADTCE SI{BET

Millione of dollare
Sept. 30, Dec. 31,

L992 1991

ASSETS
Cagh and cash equivalenta....
Not,eg and accountg receivable
InventorieE:

Raw materiale and suppliee
Work in proceaa ......
Finished goodE

Prepaid erq)enaeE
Due from Praxair, Inc..
Net aagets held for sale

Total current aEaetE.

Property, plant and equipment.
LeeE : Accunulated depreciat,ion.

Net fixed agsetg
Companiee carried at equity
Other invegtments and advanceg

Total inveatmentE and advanceg
Net aEgets of diecontinued bueineEs
Other asaeta

Total a8gets.

LIABTLITIES AIiID STOCKHOI.DERS' EOUITY
Account,a payable
Short-term debt,.
Palments to be made within one year on long-ter:sl debt,.
Accnred incote and other ta)cea
Other accrued liabilitieE. . .

Total current fiabilitiea...
Long-t,erm debt.
Other long-tern obligationo. . . .
Deferred credits
Minority Etockholders, eguity in

coneolidated EubsidiarieE
Convertible preferred stock
Unearned eryloyee compensation. .
UCC stockholderE, equity:

CotrBlon stock authorized - 500,000,000 ghares
Comnon etock igEued - 133,9L2,992 ehareg

(130,256,120 sharee in 1991)
Addirional paid- in capital
Equity adjuBtment frur foreigm eurrency tranelation.
Retained earnings

IJeaE: Treasury atock, at coEt, - 2,649,837 BhareB...
Total UCC Etockholderg, equity.
Total liabilitiee and stockholdere, equity

The Notes to Coneolidated Financial Statementg on pagea
read in conjunction with thia statement,.

ss9
878

L29
51

294
474
158

-

23
L.592

5, 658
3.204
2,464

5L7
LL1
634

-

s64
e46

146
56

327
529
133

1. 038
31

2 .64L

5,542
3. 043
2.499

479
L24
603
650

s3s2s
223

24
L22
557

L.278

L.243
410
450

10
L52

(r'27l

134
86

(221
1.490
1. 688

46
L.642

s s,068

-

7 through 12

378 433
s 5,058 S 5.825

-: 496
506
676

L2
642

2.432

1. 160
415
543

13
324

(300 )

130
33
(8)

2.L30
2,285

46
2,239

l-9435,
ehould be
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I'NION EARBIDE CORPORATTON AND SI]BSIDIARIES
CONSOLIDATED STATEI'ENT OF EASH FIOWS

MillionE of dolLare

Increage (decreaEe) in
caeh and caeh eguivalents

Operations
Incdre (lose) fron cont,inuing operationa. . . . $ 108
Non-cash charges (creditE) to net incqre

Depreciation and asrortization. .

Deferred incqne taxea
Other noncagh chargeeo.

Inveeting charges (creditE) to net, incqte.
l{orking capitalto)
IJong-ter.m aaaetg

Cash flow fron (ueed for) operatione.
Inveeting

Capital ogenditurea..
InvestmentE...
Redenption/EaLe of aseets
Net caEh transferred fror (to) Praxair.

CaEh flow frqr inveeting.
Financing

Short,-terin debE.
Long-tern borrowingB. . . .
Igauance of compn eEock.
Repurchase of convertible preferred etock.
Repalment of loan bry ESOP
Long-tetm debt reductionE
Other, including minority traneactionE. .
Palmente of dividendg..

Cash flow used for financing
Bffect of exchange rate changee on cagh and caeh

eguivalents. . .
Change in cash and cash equivalentE...
Caeh and cash equivalentE beginning-of-period. .. . . . .
Cash and caah eguivalente end-of-period.

and lia.bilitieg

2L9
(3)
6

(34)
(16s)

(29)
LO2

(2L91
(70 )
159

L.O22
892

(381)
300

57
(2021
202

(85s)
(10 )
(99 )

---19-8)
(1)
(s)
64

s59

s (34)
55

t23l
(163)

s (16s)

--
$ r*r
$zz

7 through 12

$ (2e)

2L7
(36)
L47

L7
(86)
73

303

(27sI
(47)
552

-!!lt)
t82

(312 )
15
,:-

(76)
(116)
(457l

(4)
L4
54

s68

(a)
(b)

(c)

Restated. See Note 2.
IncludeE for 1991 a 9139 nillion non-caeh charge relating urainly to the
Corporation' e profit inprovement progran.
Net change in working capital by conn)onent (excluding caEh and cash
equivalentg, due frsr Praxair, due fror UCAR Carbon, net aEEetE held
saIe, dividende payable on preferred etock and deferred incqre tsaxeB
Ehort-terrr debt):
(Increaee) decreage in ctrrrent aaEetE

Notea and accountE receivable
Inventoriee
Prepaid erq)ensee

fncrease (decreaee) in payableE and accnralg
Working capital

(c) Caeh paid for intereEt and incqte ta(eE
Intere8t (net of anount capitalized)
Incffle taxea

The Notes to Consolidated Financial Statements on PageE
read in conjunction with this statement.

for
and

s 138
22

(11)
(235''

E-13-6)

$ reg
993

ehould be
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I'NION CARBIDE CORPORATION AND SI'BSTDIARTES
NOTES TO CONSOI,IDATBD FINAT{CLAJ, STATEMEI{TS

1. ConsolidaEed Financial St,atement,E

In the opinion of management, the acconpanying unaudited consolidated
financial ataEement,e include all adjuetmenta neceaBary for a fair
Btatement of the results for the inuerim periods. Theee adjustmentg
consisted of only normal recurring adjustment,s. The accompanying
statements should be read in conjr.rnction nith the Not,es t,o Financial
StatementE of Union Carbide CoryoraEion and Subsidiaries ("tshe
Corporation") in the 1991 annual report to stockholders.

2. Spin-off of Praxair, Inc.

On ilune 30, L992, the Corlporalion comlrleted the epin-off of ite indust.rial
gaeee eubsidiary, renamed Praxair, Inc. ("Praxairn). Under the terme of
the epin-off , the Cot?oration dietributed t,o it,E holdere of comnon 6tock
one ghare of Praxair conmon atock and an asaociated Praxair comnon Btock
purchaee right for each ehare of the Corporation'E comrnon stock.

In the acconpanying coneolidated financial statements, Prancair was
reported ae a diecontinued business. Previouely reported financial
Etatements have been restated.

The following ie a sunnary of selected corqlonent,E of incoe frout

Six Monthe Bnded Nine l{onths Ended

Net sal
Income before provieion

for income t:rxeg
Provision for income t,ar<es
Minority interest
Net income fronr coryorate

invegtmente carried ac equity
Net income S 57 S 78

eix monthl of L992 prior co spin-off ($29 nilfion in the firet nine
monthE of 1991).

$1,315

L29
43
25

$1, 852

L46
35
34

The spin-off dietribution reduced the Corporat,ion's stockholderg'
b,y $zfg million. Praxair had borrowinge from the Col?oration of
$32 million at the Eime of the apin-off which remain outstanding
claeeified as a long-tern receivable included in Other Asaete.

equity

and are

AE a reault, of the spin-off, antidilut,ion adjustments were required for
the convertible preferred Btock held by the Corporation'e ESOP (See
Note 5). An adju8tment was aleo required for che ?.5t convertible
subordinat,ed debenturea of Union Carbide Chemicals and PlasEics Couparry
Inc. (trUCC&P Inc.n), reducing the converEion price fron $35.50 per ehare
to $15.79 per ehare and increasing tshe nunber of EhareE inEo which the
debentureg are convertible from 9.7 million tso 21.8 million eharee. The
purchase price of a ghare of the Corporation's cdrnon etock under the 1989
ehareholder righta plan was adjusted fron $85.00 per share to $37.67 per
share.



3. Long-Term Debt,

On Augruet 5, 1992 UCC&P Inc. sold 9125 million principal arnount of
8.75 percent 3o-year debentures due AuguEt 1, 2022 and gt75 nillion
principal anount of 7 percent noteE due Auguet 1, 1999. Ttre-debenturea
and noteB are guaranteed by the Coryoration.

On August 24, 1992 UCC&P Inc. redeemed all of it,E out,standing 9.35 percent
debenturee due August 15, 2009 in'the principal anount of S157 million.
On September 14, L992 UCC&P Inc. redeened all of ite outstanding
8.5 percent debenturee due ilanuarlr 15, 2OOS, in the principal anount of
9185 million. The redenptionE were principally funded with proceeds frorn
Ehe two new issueE. Aa a reBult of theEe redeutptione net, income from
cont,inuing operationE waa reduced by an afEer-tax charge of $6 million.
On Oct,ober 27, L992, UCC&P Inc. repurchaeed $155 srillion of its
7.5 percent sinking fund debentureE due December 15, 2006. Ttre repurchase
wae funded by ehort-tern borrowinge.

Palment,E due on long-tem debt in the four yeare after 1992 taking into
consideraEion Ehe above are: 1993, $21 nillion; L994, gL2 million;
L995, $19 nillion; 1995, SL26 nillion.

4. Special Charge

In September 1991, the Coryoration recorded a before-tar< charge of
$139 nillion ($114 million after-tax). The charge includeg the before-tax
$60 stillion write-down of the Coq)oration'e ehare of IIOP,e fluid cracking
catalyEt busineee, known ae Katalistike. UOP is a jointly owned
partnership of the Co4)oration and Allied-Signal Inc. The charge aleo
includeg anountE to eover severance palaentg and certain other coatE
mainly aEsociated with the Corlroration'e profit iryrovenent progran.

5. Employee Stock Ownerehip Plan

ort itanrrary 1, L99L, the Union Carbide Cor;roration Buqtloyee Stock Ounership
Plan (ESOP) becane an integral part of the @lloyeee, Savinge Plan. In
November 1990, the Tnret, for the ESOP purchaeed 15.t million gharee of a
new eeriee of convert,ible preferred stock (BSOP stock) fron the
Corporation for $325 nillion.
During the eeeond quarter of L992, the Corporation repurchaeed ?.5 slillion
ehareg of unallocated ESOP Etock fror the BSOP'E truotee for $25.875 per
ehare or $2O2 stillion. Thie action preBeriree the e:qtected ten year life
of the ESOP, which has fewer participating enployeeg aa a result, of the
epin-off of Praxair. The repurchaEed ehares sere retired at their
liguidation value and unearned eqlloyee compenaation was reduced
accordingly. Also in connection with che epin-off, one million eharee of
the ESOP etock were converted into Union Carbide comton stock.

Tlre terne of the ESOP atock provide that, the ESOP converEion price,
liquidation price, dividend and nunber of Ehares of ESOP stock be adjueted
upon the diEtribution of Praxair Etock to Ehareholdera Eo thae the
interest,a of the ESoP shareholdere are not diluted. A8 0f the
ilr.rne 30, L992 spin-off date, the convereion price, fiqtridation price and
annual preferred dividend of the ESOP stock were adjusted fronr $21.50,
$21.50 and 91.90, respectively, to $8.981, $8.981 and $0.794,
respectively. After a epecial ESOP Btock dividend of 10.5 nrillion ehares
for antidilution PurpoaeE, the BSOP stock now out,Btanding are convertible
into a total of L7 million eharee. of the Corporation,E cooulon stock.
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5. Union Carbide Chemicale and P1asEics Courpany Inc.

The Coryoration has unconditionally guarantseed the palment, of principal ,
premium if any, and intereat on all SEC registered public debt of
UCC&P Inc. The following is Eurnmarized financial infornation of
UCC&P Inc. and its conEolidated subsidiaries as of Septernber 30, 1992 and
December 31, L99L, and for the nine months ended September 30, 1992 and
1991:

Nine MonthE Ended September 30.
Millions of dollare 1992 1991
Net saleg
Cost of sales
Depreciat,ion and amortization
Income (loee) from continuing operationa
Net, income

s3, 585
2,932

2L8
104

93,726
2,825

2L4
(2el

L1L 49

Seotember 30. December 31,
L992 L99L

Current aaseta
Noncurrent asseta

lL,592
3,472

92,640
3,361

Net aEsete of diecontinued lrrreineee* - 650
T6tal arBetE SS - 064 s6 - 5s1

Current liabilitsiea
Noncurrent liabilitieg

9L,292
1, 989

$2,353
2,L23

* The net asset,s of diEcontinued bueinese repregenE the net aEEet,s of
Procair that were spr.rn off to shareholders (Eee Note 2) at Ehe cloEe of
business on ilune 30, L992. These net, as8et,s were transferred t,o Union
Carbide Corporation, the parent corpany, prior to distribution to
shareholdere.

7. Earnings Per Share

lrimary earnings per elrare is cuqruted by dividing net, inc@re - cotmron
stocklroldere by the weighted average nunber of comron ehareE outatanding
and conmon Etock equivalent,E related to diluEive stock opt,ions. Fully
diluted earninge per ehare ie coq>uted ry dividing adjueted net incotrle -
comlnon EtockholderE ry the weighted average nunber of comron ehareg
outstanding, cotrElon Etock equivalenta related to dilutive stock options,
and conunon shareE ieeuable on convergion of debenturee and convertible
preferred stock.

The number of connon Ehares ueed to coq)ute earnings per atrare anount,a
was aa followe:

Ouarter Ended Nine lfionths Ended

PrinalT

Fully Diluted

sept. 30,
t992

L35,O32.268

-

L35,032.268

-

Sept. 30,
1991

L27 .4L6.857

-

L27 .595.263

-

Sept. 30,
L992

L32,L97 ,856

-

161, 035, 399

-

Sept.30,
1991

L27,074,588

-

L27 ,252,994
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8. Conunitment,s and Contingenciee

The CorSloration haa entered into three agreement,e for che purchage of
ethylene related producte frocr facilitieE located in the u.S. and Cagada.
T'he net presenL value of the fixed and deterilinable portion of theee
obligat,iona at.September 30, 1992 totaled $511 million. Ttre Coqporation
and its conEolidated Eub8idiarieE had additional contingenE obtigationE at
Septernber 30, L992 of $188 nillion, principally related to ChemicalE &
Plastics purchaee and eale comritments related to the ordinary conduct of
bueiness.

Pra:cair is reeponEible for all ite lose cont,ingencies, aeeerted and
unaEEert,ed, ae if the bueinees, aB preBently conducted, had always been a
aeParate, free-Etanding entity. Praxair hae indeffirified the Corporation
for asserted and unagserted legal (including environnental) continqenciengencreafor asserted and unaeserted legal (including environnental)
which arise out of Praxair's bueiness, aE well ae thoge related to certain
discontinued and diveEted bueinegees previously operated or managed ae apart of Praxair'e buEinees (loee contingenciee for which praxair is
reeponeible are hereafter referred Eo aa nPraxair loEe cont,ingenciee").

If for any reason Praxair faile tb be reeponsible for and to indennify ehe
Coryoration against Praxair loae contingenciee (known and r:nknown)
relating to the tine before the epin-off, the Corporation may be
responeible for Praxair loee contingencies. Ihe Corporation believes thaE
Praxair'E indennity and resourcee are sufficient, to protect the
Corporat,ion againet, Praxair loes cont,ingenciee.

Sinilarly, the Cortrroration ie reeponeible for and hae indennified Praxairfor aeeerted and unaggerEed legal (including environsrental) contingencies
other than Praxair loee contingenciee.

The majorigy of all contingencies renain with the Corporation ae theypertain primarily to ChemicalE and Plaetics operatione and divegted -

busineeeee for which the Corporation has reeponeibility.
on Feb:i.ranl 24, 1989, uCc&P Inc. and Union Carbide hdia Limited (uuCILn)
paid the final settlement to the Union of India with respeet to the
December 3, 1984 methyl ieocyanate gaB release at, the UCIIJ plant in
Bhopal, India. Ttre $4?0 nillion settlement of all claime wle ordered rythe Supreme Court of India and accepEed bry the Union of India, UCC&p InL.
and UCIL. UCC&P Inc. is a 50.9 percent shareholder of UCIL. ttcc&p Inc.paid $420 nillion and wae credited an additional 95 million for the
palment, in that anount urade by it to the Red croEE at the Euggegtion of
U.S. iludge ilohn F. Keenan. UCITJ paid the Rupee equivalent of 945 nillion.U.S. iludge ilohn F. Keenan. UCITJ paid the Rupee equivalenttt.S. ,Jualge ilohn F. Keenan. UCITJ paid the Rupee equivalent of 945
Ttre Suprene.Court of fndia diecharged the previoue r:ndertaking of
UCC&P Inc. in the DiBtrict Court at Bhopal to naintain unencunbered aesetE
having a fair narket value of $g billion. The Supreme Court quaahed allcrininal proceedinge related to the gae relea8e, and the suprehe court
proceedinge provide that the accueed were deerned acquitted.- On Decenber
22, 1989. the supreme court of rndia upheld the Bhq)ar Act, under therndian Constitution. The Bhopal Act waa the nain bieis on which the Unionof India repreEented the victime.
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On October 3, 1991, the Supreme Court of India, ruling on petitiona to
review itE earlier Eetstsfement order, upheld the civil BeEtfemene of $470
million in ite ent,irety; eet aside chat portion of the setElement that
guaehed the criminal proeecutione which were pending at the Eime of the
Bett,lement and that precluded arry future criminal proceedings; required
the Union of India to purchage, out, of the EeEtlement fund, a group
medicaL ineurance policy to cover 100,000 aalmptomatic peraons who may
later develop Bymptoms; required the Union of India to make up any
short,fall in the settlement fund; gave direcEione concerning the
administration of the settlement fund; dismiseed aII outetanding petitions
eeeking review of the settlemenE,' and reque8ted UCC&P Inc. arrd UCIL t,o
fund the capital and operating coets of a hospital in Bhopal for eight
year6 which the Court estimated would require "around Rs. 50 crorectrr
(approximately $18 million), with the land to be provided free by the
State of Madhya Pradesh. On OcEober L7, 1991, the Colporat,ion and UCIL
announced thaE together they would provide the Government of India with up
t,o RE. 50 crores for a hospital to be built in Bhopal by the Governrnent.

On March 20, 1992, the Corporation arrd UCC&P Inc. created The Bhopal
Hospital Trust, with the Rt. Honorable Sir Ian Percival, formerly Solicitor
General for England and Wales, aB Tnuet,ee, and UCC&P Inc. pledged it,e
eharee of UCIL Eo the Tnrst. Ttre Tmst may call upon the Bhares to make
payment to Ehe Governrnent of up Eo Rs. 51 crores (approxitnately $18
million), Ieee the anount to be paid by UCrL, for a hoepital in Bhopal.
On March 30, L992, the Reaeri\re Bank of India approved Ehe pledge of the
ehares to the TmEt. On,June 17, L992, the GovernmenE of India requeEted
Rs. 98 t,o Ra. 106 CroreE ($34 to $37 mtllion) for the hoepital.

On Februar! L, L992, in the criminal proceedings the Magietrate in ahopal
declared UCC&P Inc. and Union Carbide Eaalern, Inc. (nUC Eagterntr) to be
"absconder8n and Etated that their failure to appear in Court would reEu1t
in the attachnent of their propert,ies. UC EaEtern, which was a srrbsidiary
of UCC&P Inc., has been diesolved and no longer existE. On A5lril 30,
L992, the Magistrate in Bhopal ordered that: Ehe ehares of UCIL hetd by
UCC&P Inc. and €rny property of UCC&P Inc. in India are attached; the
sharee or other property owned by UCC&P Inc. Bhould not. be transferred in
any tnanner by UCIL; and the Regerve Bank of India not grant permieeion for
sale or Cranafer of the shareE held by UCC&P Inc. without approval of the
Court. On llay 22, L992, the Magietrate in Bhopal ordered that: the
unremitted dividendE from UCII, to UCC&P Inc. for the years from 1984
through 1991 after deducting taxes payable are attached (approximaEely
Rs. 6 Crores or $2 million); and Ehe Reserve Bank of India not give
permission for palprent of the dividends Eo UCC&P Inc. without approval of
the Court. On Jvne 22, L992, the Magi8trate in Bhopal cornmitsted the
criminal proceedings againet the Indian individuals and UCII, to the
Seeeion Courc where a trial could be conducted. On iluly 17, L992, the
Government Proaecut,or requested the Magietrate to appoint, a receiver to
t,ake charge of the property of UCC&P Inc. already atEached by the
Magistrat,e.

UCIL appealed
and unremit,ted
Ehe High Courts
for the shares
the Magistrate
of a hoepital
proceed.

to the High Court to eet aeide the attsachnent of the sharee
dividende, and that, appeal is pending. On AugruEt 11, L992,
ordered on an interim baEis that no receiver be appointed
and dividends. on october 20, t992, a victim applied to
in Bhopal to eet aeide the attachment so that tshe fLnding

in Bhopal for the victims by The Bhopal Hogpital Trust may

11



9.

In the opinion of couneel for the Corporation, under generally recogrnized
legaI principlee, the criminal proeeedings in India Ehould nots have
adverse financial consequencea for the Coryoration outeide of India. The
agaetss that mighg be lost from the attachment, in the criminal proceedings
are primarily the Eharea of UCIL, carried at S26 nillion in the
consolidated financial statementa of the Corporat,ion. Accordingly,
tnanagement, of the Coryorat,ion believes thaE the criminal proceedinge in
India will not, have a material adveree effect on the congolidated
financial poeicion of the CorporaEion but could have a material effect, on
conEolidaEed reeult,E of operatione in a given quarter or year.

AII of the suite with respecc to the gas release Ehat were brought in the
U.S. prior to Che eettlement have been dismieEed, except two Euit,E in a
Etate court, one of which waa reactivated after diEmisEal. At an
appropriate time, the set,tlement will be placed before that, Court. In
October 1990, two Buit,s were filed in Texae StaEe CourtE with respect to
the gas release seeking cosq)enaatory and punit,ive da.nages. The two euite
were transferred eo Federal Digtrict Courte and Eubeequently diemieEed on
the gronnd of fonrn non coavenjens. The plaintiffe have appealed the
dismisEal.

In addition to the above, the Corporation and it,E coneolidated
subeidiarieE are involved in a nr:nber of lawguits and claimg with both
privat,e and governmental partiee. TheEe cover a wide range of matterg
incJ-uding, but not limited to: product liability; Federal regrulatory
proceedings; health, eafety, and environnent,al matterB; erylo1ment;
patentsi contractE and taxes. In Eote of these caeeE, the remedieE that
nay be sought or damages claimed are eubstantial.

!{hile it is inqpoesible at this time to detemine with certainty the
ulEimate outcdre of arry of the lawguite and clains referred to in thie
note, m€rnagement believeg that adequate provisiona have been made for
probable losseE with reepect ehereto and that euch ultinate outcdle, after
provieione therefor, will not have a naterial adveree effect on the
coneolidated financial poeition of the Coryoration tnrt could have a
material effect on consolidated reEulte of operatione in a given quarter
or year. Should arry loeaeE be eustained in connection with any of the
mat,tera referred Eo in this note, in excese of provisions therefor, they
will be charged to incdle in the future.

Capital Stock

At Septsesber 30, L992 and Decenber 31, 1991, there were 25,000,000 ehareE
of preferred Btock (S1 par value) authorized, of which L6,977,341 sharee
were iEEued and outgtanding at Septenber 30, L992, 15,075,525 ieaued and
outgtanding at December 31, 1991.

-L2-



DISCUSSION ATiID A}IAIYSIS OF FIT{AI{CIAI. COI'IDITION
AIID RESIITTS OF OPERATIONS

On itune 30, L992, the Corporation'6 Board of Directore formally completed the
spin-off of its industrial gaees eubsidiary, renamed Praxair, Inc. (t'Praxair").
Previously reported financial data have been restated to present Praxair aE a
diecontinued buBiness. Continuing operationa include revenues and e:peneee of
Chemicals & Plastice operationE, as well as general e:<penae (incone) - net
associated with corporate staff, financing and noncore busineEE activities.

Overview

Volumee crere stsrong in the third quarler, eapecially in polyeeter grade and
domeet.ic antifreeze grade glycol. Margine in the Corporaeion'E major coutttodity
products declined slightly aB raw material pricea eecalated. The continuing
eluggish economy did not allow the CoryoraEion to paas along the fuIl effect of
rising feedstock co6t,s. Favorable licenEing reeulta were oq>erienced in the
quarEer.

Result,s of Ocerations

Net income from continuing operat,ione availa.ble t,o cornmon stockholdere for the
quarter ended September 30, 1992, totaled $23 mitlion cdrrpared with an
$112 million lose in the s€rme guarter of 1991. Third quarter 1992 result,E were
reduced by an after-tarc charge of $6 million, or $0.05 per comnon Ehare, from
coata asEociat,ed with the early redeuption of debencures (see Note 3 on page 8)
and increaeed by $6 rnillion, or $0.05 per cosrnon share, from tax credit,s and
adjustments. The lose in the third quarter of 1991 includeE an after-tax special
charge of $114 million, or $0.89 per coqmon etrare (Eee Note I on page 8).
Primary and fully diluted earninga per colmron Ehare frosr continuing operat,ions
for the quarter ended Sept,ember 30, L992, were $0.17 conq)ared with a loee of
$0.88 for the eame period in 1991.

Net income from continuing operationE available to cormron etockholdere for the
nine months ended September 30, 1992 totaled $99 nillion coq>ared with a loes of
$43 million in the sarrre period in 1991.. Prinary and fulIy diluted earnings per
conmon ehare from continuing operatione for the firsts nine monthe of 1992 were
S0.75 veraug a loEE of $0.34 for the firBt, nine monthE of 1991. ReBultB for the
firet, nine sronthe of 1991 were reduced b1r approximately $52 srillion in loEt
profite as a reault of the erq)loeion and fire ats the SeadrifE plant. Net income
fron continuing operations excludea earninge frdl Praxair, which waE Epun off to
shareholdera on ,June 30, L992.

Coneolidated Bales for the tshird quarter of $1.24 billion were four percent
higher than the S1.19 billion achieved in the third quarter of 1991.
September L992 year-to-date consolidated aales of $3.69 billion were one percent,
Lower than the $3.73 billion in 1991. Volumee increased in the surrent guart,er
for polyester grade and dqreetic antifreeze grade glycol while pricee remain
depreseed, especially in $q)ort polyeeEer grade glycol and dosreetic antifreeze
grade glycol. Solvents and Coatinge volumes were higher with eteady pricee.

The Corporation's gross margin rat,io in the third quart,er, L992 !f/,aE 21.6 percent,,
ae it wae in the third eJuarter, 1991. For the nine month period ending Septernber
30, 1992 the groaa margin ratio wae 23.3 percent, a decline frosr 24.5 percent in
the corresponding 1991 period. Higher ethane pricee continued to depreee
marging.
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Selling, adninistrative and other e:<penaea were down I percent for the current
quarter when compared to the ea.me period in 1991, and decreaEed 12 percent for
the current nine month period aa compared t,o laet, year. The Coryorat,ion
continued to benefit fror coaE, control efforts aeeociated with its previously
announced profit improvement progrtrm.

Ttre following table reconcilee operating profit, wiEh the consotidated financial
Bt,atement,B. (The tem operating profit ie ueed ae defined in Statement of
Financial Accounting Standarde No. 14.)

Millione of dollarE
Third Ouarter Nine Monthe
L992 .gL* L992 1991

Operating profiE (loeE) $ ez
Leeg: General e:q)enae (incqne) - net, 20
Lesg: Interegt on long-tern and ehort-telm debt 30
Incdne (loeE) before provieion for incore tarea -

conEinuing olrerat,ione SlZ,
* Includee special chargea nainly aseociated with a profit iryrovement progran

aE follows:

s116
23

s139

General e:q)enae (incone) - net waE affected eigmificantly in the third quarter of
L992 by the before ta:K charge of $g nillion on the redeqlt,ion of the
Corporation'g debentureE and the absence of intereEt incole on the $1 billion
owed to the Corporation fror Praxair which was paid to the Corporation upon
spin-off.
Interegt, erq)enae decreased 51 percent for the quarter and 29 percent for the
firet nine months reflecting a $1 billion debt repalment frur Praxair upon
epin-off and eubsequent, debE repalment ry the Corporat,ion plua the Corporation'e
refinancing of higher coet debt with debt at loner rateB.

The Corporation'e ahare of net loee frdl coryorate invegtnents carried at equity
wae $6 million for tbe quarter, $9 million for the firet nine monthe. ttriE
includee primarily the Corporation's share of loee for the third quarter frmr its
50 percent, inveBtnent, in UCAR Carbon which totaled $6 million; $10 million for
the fir8t nine monthe of L992. For the full year 1991, Union Carbide'e ehare of
UCAR Carbon net losEee wae $21 nillion, including $10 niltion after ta:KeB relat,ed
to the reBtructuring of certain production facilitiee. t{anagement'B preBent,
erq)ecEation is that the busineee will be unprofitable for al.l of 1992 and that
further facility rationalizationa nay be required to properly Btnrcture the
bueineag for profitable operatione in future yearo. Ie ie not poeeible to
eetimate the nagrnitude of additional loeeee, if any, which nay result fror Euch
rationalizationg. Ttre carrying value of Union Carbide'E 50 percent inveatment in
UCAR Carbon wae $139 million at September 30, L992.

Diecontinued Ooerations

For a discussion of Discontinued Operat,ione for L992 up to Ehe epin-off date of
ilnne 30, L992, eee-the Corporation'a Forin 10-Q for the period ending.fune 30,
L992.

$ (se) $286 S1s62 - (1s)
61 L23 L74

s.!&, sg53 L(3)

o,perating profit
General e)q)enEe - net
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Analveis of chanqe in earninqs per common share

1992 vE. 1991.
Dollars t'rer ehare Ttrird Ouarter Nine Moe -

1991 nrimarrr eat-nincrFt tler comrnon ehare S(O-7O) 5 O-27
Total groes margin
Research and developmenE
Selling, adrninisgraEive and other etq)enses
Depreciation and anort,izatsion
Other income - net
Interest on long-term and short-Eerm debt
Effective income ta)< rate
Minority atockholders' share of loes
Share of neE income (loss) from corporatse

investments carried at, eguiey
Preferred 6tock dividend, net, of tarces
Discontinued operatione

+0 .07

+0 .05
+0 .01
+0.59
+0 .20
+0 .01
-0.02

+0 .03
+0 .02
-0.18

-0.27
+0 .02
+0 .18
-0.01
+0 .76
+0 .25
+0.L2
-0.03

+0 .07
+0 .04
-0.09

1992 orima:rrr earnincrs Der eomnon ehare s 0.17 s 1.26

Financial Condit,ion - September 30, 1992

Caeh flow from operations in the firsc nine monthE of L992 vaE $102 million
verBue $303 million for the sane period in 1991. ImprovementB in inventorieE and
payablee lrere more Ehan offEet by higher cuatoner receivables. Receivable
increasee Ln L992 were conaistent with saleg which were higher in the current,
quarter veraua the fourth quarter of 1991. In addition, 1991 working capital was
atfected by the sale of certain receivablee Eo banke. Caeh flow frqn operat,ions
:n 1991 alio included che collection of a $94 million long-term note from Pub1ic
Senrice of Indiana.

Cash flow frqn investing was eignificantly higher Ln L992 ($892 million vE.
9182 rnillion) ae Praxair repaid $1 billion due Ehe Corporation. Capital
e:qrenditures anounted to 9219 srillion as corqrared tso S275 rnillion in the firgt
nine monthe of 1991. Major domestic capital projecta Ln L992 cont,inue t,o include
the oxide erqransion/o:<ygen conversion project at Taft,, LA. Included in
invegtmente iE 930 million loaned to UCAR Carbon and $14 million provided to the
recently formed Alberta & Orient Glycol Conpany, a joint venture eBtablished to
build an ethyl.ene glycol plant in Prentiaa, .A,Iberta, Canada.

Proceeds from the sales of agaet,a in L992 includeE receipt of $50 nillion from a
Iiceneee in Eettlement of a receivable, $32 rnillion from the Bale of a Canadian
inveetment, $31 rniLlion frdn the sale of the Corporation's shares in Exel Limited
(a caeualty insurance cotrpany) and $2? million ingurance sett,lement relating to
the Seadrift incident. In 1991, proceede frosr the eale of busineeges included
receipt, of 9233 million frqr Mitsubishi Corporatsion in connection with the eale
of 50 percent of the corporation,e equity in ucAR carbon corqlarry, Inc. and
collect,ion of $205 million on a note frot UC.AR Carbon.

In the Ehird quarter of 1992 the Coryoratsion iEEued $300 nillion of long-term
debe in a two part public offering and redeemed $3a2 million of other long-term
debt, iseuee. Ttris ref inancing Etrategy enabled the cor?oraEion to meet it,8
objectivee of reducing ongoing intereot e:q)ense and extending tshe average life of
ite long-tern debt.

Caeh flow used for financing in L992 of 9998 million included debt reductions of
$945 million.

The Corporat,ion's ratio of debt to capiEal decreaeed to 47 .4 percent, at
September 30, 1992 frqn 52.0 percent at December 31, 1991. At
September 30, L992, unused borrowing capacity under the existing najor bank
credit, agreements wae approximately $8S0 rnillion.
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PART II. OTI{ER INFOR!4ATION

Ireqal Proceedinqs

See Note 8 to Ehe Corporation's consolidated financial Btatement,s on page 10
of this 10-Q Report.

rn october, 1992 ucc&P rnc. and the u.s. r,abor Departnent's occupational
Safety and Health Adninistration (OSHA) eigrned an agreement Eett,ling citations
isEued by OSHA following the March, 1991 ocplosion aE uCC&P Inc.,E Seadriftplant. As part of the Eettlement, UCC&P Inc. agreed to pay a penalty of
$1.5 nillion.

Item 5. B:dribit8 and Reports on Form 8-K

E:dribite.

Ttre following odribit iB filed aa part of thiE report,:

11 - Couputation of Earnings Per Share.

No reportg on Forrur 8-K were filed for the three monthe ended
September 30, L992.

(a)

(b)
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SIGNAII'RE

Purguant to the requiren€nt,s of the Securities Exchange Act of, 193{, the
Regietrant haB duly cauaed this reporB to be eigraed qr its b€half bry th€
undereigrned thereunto duly authorized..

Date: Novenber 13, 1992

T'NION CERBIDB CORPORAIION
(RegiEtranE)

ilohn K. lfulff
{IOIIN K. TNT'LFF

Vice - Eresident, eontroller
and Principal Accounting

Officer

By:
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Earninos Per Share . Primarv

Incomo llossl from continuing operations

Lass: Prefoned stock dividand Inet of taresl
Net incoma {lossl from continuing oporationc ruailablo

to common stockfroldels

lncome from discontinued operations

ilet income llossl

Weighted aYorago nurts of colrmon

and conmon cquivalcnt sfirrrs rpplicrbla

to pdmaly oarnings por sh.ro calailation

Eamings per sharo - primary

Incomo llossl fiom continuing operations

Discontinusd operations

l{et incomo (lossl

Earninos Pr Shrrs Assumino Full llilntion
Income (lossl from continuing operations

Plus Interost on convertiblc dabonturrs
(nat of tareel

[ess: Pralonsd sto* dividmd Ina of tarosl
[ess: Additional ES0P conribution reoilting

from assmed convorsion of profoned

stock Inot of taresl
Income (lossl from continuing ogontions

for fully dilutod incomo calctlation

Incomo from discontinuod opentions

l{et inconp (lossl lor fully dilutad inelmc crladntion

WoiOhtrd .veng. nun$or of cormon
and cormon oquivalont rhrrcs rpplinbb to
fully diluted earnings por $aru calolrtion

UlTI()l{ CARBIDE CORPORATI(IiI AND SUBSII)IARIES

COMPUTATION OF EARilIttIGS PER SHARE

lln millions of dollars srcopt psr share amountsl

0uarter Endsd Soot 30.

1992 t99l

-t -t

J!!49?4, !&9984E'

$ 0.t7

J
t 0.17

-

Exhibit 1l

Nine Months Ended Sor. 30.

1992 l99l

t3.933.6t5 .r

J.gJA3!.!gq Jll,lge!.

Wdghtd .voraer nun$or of dtercs outstendine 130,577,301 126,600,922

Oilutivo etfoct of stock options 4.454367 815.935

135.032.268 127.418.857

--

r. 25 $fl071 $ t08
25__l
23 {ll2l 99 t43l23 67 _-_zguE lggl Ltgg !*!E

128,977,447 128,249,197

3.220.409 825.391

E&!!I€q JgJJg'.

f 0.17

t 0.t7

-
I 25 e lr07l $ t08 t l29l

-t -r 14 .r
25t4

I

121

67

| 188

-

128,977,447 126,249,197

4,365,605 1,003,797

r -' 13,759,972 -r

$ t29t
l4

$ 0.75 ft0.34l
0.5t 0.61

!.l3g !.932

$(0.881

0.t8
f0.70t

-

J,.

(43t

78

$35

-

-it 

J'

23 (il21

uE lJggl

Wcightad avreeo nuntcr of drrrrc outstrnding 130577,301 128,6{10,922

l)ilutivo sffoct of stodr options 4,454,967 gg4,34l

Sharor issurble upon convrsion of UCC

convertibla debmturss

Sharos issuabh upon convorsion of UCC

convartiblc prcfened stodr

Psr shars assuming full dilution

Income (lossl from continuing oparations

Discontinusd oporations

Not incomo (lossl

$ 0.75 $(0.34t
42 0.61

Luz, Lgez,

${0.881

0.18

ggJql

Undsr tho 'if converted' rpftod, inducion of dts convertiblo dobartura rnd prrfoned stodr in tho conputatiom of fully dilutd
earnings pr dtaro for tho qurrtrs ondd Soptmbr 30, 1991 rnd lgg2, rnd ninr months ondod Scptombr 30, lggt would havc
tho offest ol incroasing orrnings por sharu. Thcrafolc, thr convrtibh dcbcnturrs rnd prcfcncd stock wrr not d$msd convorted
for tha calqdrtions.


